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SUBJECT: VISIT OF SECRETARY BUTZ - MEETING WITH 
MANUEL PEREZ GUERRERO 

REF: CARACAS 6135 (NOTAL) 

1. SUMMARY: SECRETARY BUTZ MET WITH DOCTOR MANUEL 
PEREZ GUERRERO, MINISTER OF STATE FOR INTERNATIONAL ECONOMIC 
AFFAIRS, ON JUNE 18. TOPICS DISCUSSED INCLUDED THE U.S. 

TRADE ACT OF 1974, WORLD FOOD PROBLEMS, COMMODITY PROBLEMS, 
U.S. SUGAR POLICY, AND OIL. THE DISCUSSION WAS GENERAL IN 
MOST RESPECTS, BUT GAVE BOTH PRINCIPALS A CHANCE TO SPELL OUT 
THEIR DIFFERING POINTS OF VIEW CONCERNING THE WORLD ECONOMIC 
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2. SECRETARY BUTZ, ACCOMPANIED BY THE AMBASSADOR AND MEMBERS 
OF THE SECREARY'S PARTY, CALLED ON DR. MANUEL PEREZ GUERRERO, 
MINISTER OF STATE FOR INTERNATIONAL ECONOMIC AFFAIRS, ON JUNE 

18. THE SECRETARY OPENED THE CONVERSATION BY RECOGNIZING 
VENEZUELA'S LEADING ROLE AMONG THE NATIONS OF LATIN AMERICA. 
PEREZ GUERRERO REPLIED THAT VENEZUELA IS FLATTERED THAT IT IS 
CONSIDERED TO BE AMONG THE LEADING NATIONS OF LATIN AMERICA, 

BUT EMPHASIZED THAT PRESIDENT PEREZ BELIEVES NO ONE NATION, 

EVEN A LARGE ONE LIKE BRAZIL, SHOULD BE CONSIDERED THE LEADING 
NATION OF LATIN AMERICA. CONSEQUENTLY, VENEZUELA IS CONTENT 
TO BE CONSIDERED ONLY AMONG THE LEADERS OF THIS AREA. 

3. DR. PEREZ GUERRERO TURNED THE DISCUSSION TO VENEZUELA’S 
PETROLEUM POLICY. HE SAID OIL IS THE SOURCE OF VENEZUELA'S 
ECONOMIC LIFE AND IT MUST BE PRESERVED. THE SECRETARY RESPONDED 
THAT THIS WAS UNDERSTANDABLE, BUT THE U.S. WISHES TO PURCHASE 

IT AT AN ECONOMIC PRICE. PEREZ GUERRERO SAID THAT THE U.S. 

HAS LABELLED OPEC A CARTEL, BUT OPEC IS NOT REALLY A CARTEL. 

IT DOES NOT USE ITS POWER INDISCRIMINATELY. IF OPEC MEMBERS 
WERE NOT UNITED, THEY WOULD NOT BE ABLE TO OBTAIN REASONABLE 
PRICES FOR THEIR OIL EXPORTS. THE SECRETARY COMMENTED THAT IF 
THE PRICE WERE TOO HIGH, THE USE OF ALTERNATIVE ENERGY SOURCES 
WOULD BE STIMULATED AND VENEZUELA'S MARKET WOULD BE AFFECTED. 
PEREZ GUERRERO REPLIED THAT HE WISHED THE U.S. WELL IN THIS 
ENDEAVOR. HE UNDERSTOOD THE U.S. POINT OF VIEW IN TRYING TO 
PROTECT ITS INTERESTS AND IN OBTAINING AS MUCH AS IT COULD FOR 
ITS OWN EXPORT PRODUCTS. THE SECRETARY POINTED OUT THAT THE 
U.S. HAD STRIVEN NOT TO LIMIT ITS EXPORTS, SOYBEANS FOR EXAMPLE. 
PEREZ GUERRERO SAID THAT THE U.S. HAD TAUGHT VENEZUELA HOW TO 
MANAGE ITS OIL ECONOMY. THE TEXAS RAILWAY COMMISSION WAS A 
GOOD EXAMPLE OF HOW TO MANAGE OIL. PEREZ GUERRERO SAID THAT OIL 
DIFFERES FROM SOYBEANS. SOYBEANS CAN BE PRODUCED WITHIN A YEAR, 
BUT IT TAKES MILLIONS OF YEARS FOR NATURE TO PRODUCE OIL. 

4. THE SECRETARY TURNED TO FOOD MATTERS. HE SAID HE HAD FOUND 
PRESIDENT PEREZ WELL-INFORMED ON THIS SUBJECT AND ASKED 
PEREZ GUERRERO'S OPINION ON PROGRESS MADE IN FOLLOWING UP THE 
WORLD FOOD CONFERENCE. PEREZ GUERRERO SAID HE WAS ENCOURAGED 
AND THAT WE SHOULD ALL DO OUR BEST TO MAKE REAL PROGRESS IN THIS 
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AREA, NOT JUST ON PAPER. VENEZUELA WILL CONTRIBUTE TO THE 
OPEC-INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT. OPEC 
COUNTRIES WOULD CONTRIBUTE INDIVIDUALLY RATHER THAN AS A GROUP. 
VENEZUELA HAD DISCUSSED THIS MATTER WITH THE SHAH OF IRAN DURING 
HIS RECENT VISIT. THE SECRETARY MENTIONED THAT MR. JOHN HANNAH 
HAD SPOKEN OF A POSSIBLE WORLD-WIDE TOTAL ANNUAL CONTRIBUTION OF 
$1 BILLION FOR THE FUND; HALF FROM OPEC COUNTRIES AND THE OTHER 
HALF FROM DEVELOPED COUNTRIES. MR. HANNAH HAD DISCUSSED THIS 
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MATTER WITH PRESIDENT FORD ABOUT A MONTH AGO AND HAD RECEIVED 
THE IMPRESSION THAT THE U.S. MAY CONSIDER CONTRIBUTING PERHAPS 
$200 MILLION. PEREZ GUERRERO SUGGESTED THAT THE VENEZUELAN CON- 
TRIBUTION MIGHT BE ABOUT $50 MILLION. EVEN THOUGH THE U.S. 

WAS MORE THAN 4 TIME RICHER THAN VENEZUELA, SUCH A COMPARISON 
SHOULD NOT BE THE GOVERNING FACTOR. THE SECRETARY REMINDED 
PEREZ GUERRERO THAT THE U.S. WAS ALREADY MAKING A VERY SUBSTAN- 
TIAL CONTRIBUTION OF FOOD COMMODITIES TO INTERNATIONAL PROGRAMS. 
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5. DR. PEREZ GUERRERO ASKED THE SECRETARY WHETHER THE U.S. 
BELIEVES IN COMMODITY BUFFER STOCKS. THE SECRETARY SAID THAT 
IT DEPENDS ON HOW SUCH STOCKS ARE HANDLED. THE WORLD FOOD CON- 
FERENCE HAD DECIDED TO SUPPORT A PROGRAM OF "NATIONALLY" 
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MANAGED STOCKS. AN INTERNATIONAL BODY SHOULD DECIDE ON THE FAIR 
SHARES OF THE PARTICIPANTS, BUT THERE SHOULD BE LOOSE GUIDELINES 
ON HOW EACH COUNTRY SHOULD PROVIDE ITS SHARE. CANADA AND 
AUSTRALIA, FOR EXAMPLE, HAVE GOVERNMENT AGENCIES WHICH COULD DO 
THIS, BUT THE U.S. DOES NOT. THE SECRETARY POINTED OUT THAT FOR 
MANY YEARS THE U.S. CARRIED RESERVES FOR THE WORLD, WHICH WERE 
CALLED "SURPLUSES". PEREZ GUERRERO SUGGESTED THAT THE US DID 
NOT KNOW WHAT TO DO WITH HTESE SURPLUSES. THE SECRETARY SAID 
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THAT UNTIL RECENTLY SUCH RESERVES AND THE PROGRAMS UNDER WHICH 
THEY WERE PRODUCED HAD COST THE US SOME $4 BILLION ANNUALLY. 

NOW HOWEVER, THE POLICY HAD BEEN TURNED AROUND. THE SECRETARY 
SUGGESTED THAT THE WORLD FOOD CONFERENCE HAD SPENT TOO MUCH 
TIME ON HOW TO DISTRIBUTE SCARCITY RATHER THAN HOW TO PRODUCE 
FOOD. PEREZ GUERRERO REPLIED THAT FOOD ABUNDANCE COULD BE A 
PROBLEM IF NEEDY COUNTRIES WERE NOT ABLE TO EARN THE MEANS TO 
PURCHASE THEIR NEEDS. THE SECRETARY AND PEREZ GUERRERO CON- 
CLUDED THAT COUNTRIES WITH MEANS, SUCH AS JAPAN, SHOULD PAY 
FOR THE INVENTORIES THEY NEED. 

6. THE SECRETARY SAID THAT THE US DOES NOT INTEND TO GET INTO 
THE COMMODITY BUSINESS AGAIN. AL COUNTRIES, ACCORDING TO THE 
SECRETARY, SHOULD SHARE IN THE HOLDING OF RESERVES. PEREZ 
GUERRERO SAID THAT HE UNDERSTOOD THIS VIEW, BUT DOES NOT EN- 
TIRELY SHARE IT. VENEZUELA HAS OTHER VIEWS STEMMING FROM A 
DIFFERENT BACKGROUND. IN THE PAST VENEZUELA DID NOT FOLLOW 
THE RIGHT POLICIES. PEREZ GUERRERO SAID THAT HE WAS A MEMBER 
OF THE GOVERNMENT AT THE TIME, AND BOTH HE AND THE GOV ADMIT 
THEIR PAST MISTAKES. MARKET FORCES BENEFIT THE RICH COUNTRIES 
BUT NOT THE POOR. WITH RESPECT TO PETROLEUM, FOR EXAMPLE, 

OIL COMPANIES INTERVENED IN THE MARKET WITH THE SUPPORT OF THE 
INDUSTRIALIZED COUNTRIES. VENEZUELA HAS CONCLUDED THAT IT MUST 
MANAGE ITS OIL FOR ITSELF AND FOR THE SAKE OF HUMANITY. 

VENEZUELA HAS LEARNED FROM ITS PAST MISTAKES. THE US IS WASTE- 
FUL OF OIL, AS ADMITTED BY PRESIDENT FORD, DR. PEREZ GUERRERO 
SAID. VENEZUELA BELIEVES THERE SHOULD BE NEW RULES OF THE 
GAME - A NEW INTERNATIONAL ECONOMIC ORDER. MARKET FORCES 
SHOULD BE DISCIPLINED. PEREZ GUERRERO SAID THIS DOES NOT 
MEAN THAT THE ECONOMY SHOULD BE PLANNED, BUT ADVERSE EFFECTS 
SHOULD BE AVOIDED. FOR EXAMPLE, GHANA IS HIGHLY VULNERABLE TO 
FLUCTUATIONS IN COCOA PRICES. THE INTERNATIONAL COCOA AGREEMENT 
IS AN ATTEMPT TO AVOID THE ADVERSE EFFECTS OF VARIATIONS IN 
MARKET CONDITIONS. 

7. THE SECRETARY POINTED OUT THAT EXPERIENCE WITH THE 
INTERNATIONAL GRAIN AGREEMENT WAS NOT GOOD. WHEN PRICES FELL, 
THE COMPETITORS OF THE US BEGAN TO UNDERSELL. PEREZ GUERRERO 
SAID THAT A BALANCING MECHANISM IS NEEDED. PRICES SHOULD NOT 
BE ALLOWED TO RISE AND FALL WITHOUT RESTRAINT. GOVERNMENTS 
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OR AN INTERNATIONAL BODY MUST PROVIDE THIS. PEREZ GUERRERO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 CARACA 06339 02 OF 02 192339Z 

REFERRED TO JOHN BOYD ORR'S PLANS FOR BUFFER STOCKS AS AN 
APPROPRIATE REMEDY. THE SECRETARY AGREED THAT BUFFER STOCKS CAN 
BE A GOOD THING, BUT WITH APPROPRIATE INTERNATIONAL GUIDELINES. 
PEREZ GUERRERO CONCURRED THAT NO NATION SHOULD BEAR THE TOTAL 
BURDEN. HE SAID THAT THE US HAS TAUGHT VENEZUELA THE IMPORTANCE 
OF RESOURCES MANAGEMENT. THE SECRETARY SAID THAT AN INTER- 
NATIONAL DEVELOPMENT FUND FOR FOOD AND RESERVES OF FOOD AND 
FEED GRAINS MAKE SENSE - BUT THE QUESTION IS HOW THEY SHOULD BE 
MANAGED. THE US BELIEVES THAT THE MARKET CAN DO THE JOB AND 
DOES NOT FAVOR EXPORT CONTROLS. US VIEWS ARE NOT INFLEXIBLE, 
HOWEVER; WE WANT TO COOPERATE WITH OTHER COUNTRIES IN RESOLVING 
SUCH PROBLEMS. MR. FRICK COMMENTED THAT INDIVIDUAL FARMERS 
IN THE US ARE VERY WARY OF GOVERNMENT INTERFERENCE IN FARMING 
MATTERS. 

8. DR. PEREZ GUERRERO COMMENTED THAT SYSTEMS MAY VARY FROM 
COUNTRY TO COUNTRY, BUT THERE SHOULD BE ONE SYSTEM FOR THE 
WORLD AS A WHOLE. THE WORLD CANNOT AFFORD TO BE PROVEN WRONG. 

WE SHOULD PROGRESS TO A NEW SYSTEM - NOT RETURN TO THE INTOLERABLE 
SYSTEM OF THE PAST. SEVERAL BILLION PEOPLE IN THE WORLD ARE 
OPPOSED TO THIS. THERE MUST BE NEW RULES OF THE GAME. THE 
SECRETARY SAID THAT PRICES CAN ACCOMPLISH ADJUSTMENTS AUTO- 
MATICALLY. THE RESULT WOULD BE THE SAME. 

9. DR. PEREZ GUERRERO INQUIRED ABOUT THE US POSITION WITH 
RESPECT TO SUGAR QUOTAS. THE SECRETARY REPLIED THAT THE US NOW 
HAS A GLOBAL QUOTA. THERE IS SOME PRESSURE IN THE US TO RETURN 

TO A SYSTEM OF INDIVIDUAL COUNTRY QUOTAS, BUT HE THOUGHT THAT THIS 
EMANATED MAINLY FROM WASHINGTON SUGAR LOBBYISTS. 

AS LONG AS US AGRICULTURE CAN MAINTAIN FULL PRODUCTION, HE 
DOES NOT THINK THAT THERE WILL BE PRESSURE FROM FARM GROUPS TO 
RETURN TO THE FORMER SYSTEM OF SUGAR QUOTAS. 

10. DR. PEREZ GUERRERO COMMENTED BRIEFLY ON OIL TARIFFS. 

HE NOTED THAT THERE HAD BEEN CONSIDERABLE SHIFTING AROUND OF 
SUCH TARIFFS. HE SAID VENEZUELA FAVORS A REDUCTION IN CON- 
SUMPTION, BUT HE DOUBTED THAT THE TARIFFS WILL ACCOMPLISH THIS. 

HE NOTED A CONTRADICTION IN PRESSURING FOR LOWER OIL PRICES 
WHILE IMPLEMENTING MEASURES SUCH AS TARIFFS WHICH INCREASE 
CONSUMER COSTS. 
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11. DR. PEREZ GUERRERO CONCLUDED THE MEETING BY NOTING THAT 
HE WAS CERTAIN THAT WE CAN ARRIVE AT SOME CONCLUSIONS ABOUT 
THE MATTERS DISCUSSED. EVEN GREAT COUNTRIES HAVE BEEN SHAKEN 
BY RECENT EVENTS IN THE WORLD ECONOMY. WE MUST ARRIVE AT A 
WORLD SYSTEM; PERHAPS NOT IN HIS LIFETIME, HE SAID, BUT IN THE 
LIFETIMES OF YOUNGER PEOPLE. 

12. COMMENT: THE CONVERSATION WAS VERY GENERAL IN MOST RESPECTS 
AND DID NOT FOCUES MUCH ON SPECIFIC QUESTIONS OF INTERNATIONAL 
COOPERATION IN AGRICULTURE, AS HAD BEEN EXPECTED. FOR EXAMPLE, 

DR. PEREZ GUERRERO DID NOT RAISE THE QUESTION OF COOPERATION IN 

A PROJECT TO SUPPLY LATIN AMERICAN COUNTRIES WITH FERTILIZER 
ON CONCESSIONAL TERMS, AS ANTICIPATED (SEE REFTEL). PEREZ 
GUERRERO'S PREOCCUPATION WITH HIS CONCEPT OF A NEW WORLD ECONOMIC 
ORDER WAS APPARENT THROUGHOUT THE MEETING. 

SHLAUDEMAN 
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